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INDEPEND ENT AUDITOR'S REPORT 

To the Board of D irectors 
of Northw ood Preparatory High School 

504) 892-61;3 ~ - Co~ ,: , 
504) 892-4666 - lAX 

W e have auditcd the accompanying statem ent of financial position of Northwood Preparatory I]igh 
School (a nonprofit organization) as of June 30, 2000 an d the related statements of activities an d 
cash flow s ff~r (he year then ended. These financial statem ents are the responsibility of the School's 
m an agem ent. O ur responsibility is to express an opinion on these financial statem ents based on our 
au dit. 

W e conducted our audit in accordance w ith generally accepted auditing standards. Those standards 
require thai we plan and perform the audit to obtain reasonable assurance about whether the financial 
statem ents are lioa of m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence 
supporting the am ouuts and disclosures in the financial statem ents. An audit also includes assessing 
the accounting principles used and significant estim ates m ade by m anagem ent, as w ell as evaluating 
tim overall financial statem ent presentation. W e believe that our audit provides a reasonable basis 
for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the 
financial position of N orthwood Preparatory High School as of June 30, 2000, and the results of its 
operations an d its cash flow s for the year then ended in conform ity w ith generally accepted 
accounting principles. 

A s discussed in N ote l to the financial statem ents, the School has incurred a deficit in net assets at 
June 30, 2000 of $356,418 relating to disallowments of students by the Louisian a Department of 
Education. This condition raises substantial doubt about the School's ability to continue as a going 
concern . M anagem ent's plans in regard to these m atters are also described in N ote 1. These 

finan cial statements do not include any adjustments that might result from the outcome of this 
uncertaiuty. 

An attdit was perform ed for the purpose of form iug an opinion on the financial statem ents of 
N orthw nod Preparatory tligh School. Tim accom panying supplem ental inform ation is presented for 
the purposes of additional analysis and is not a required part of the financial statem ents. Such 
information has bean subjected to the auditing procedures applied to the financial statements and, 
iu our opinion, is fairly stated, in all m aterial respects, in relation to the financial statem ents taken 
as a w hole. 

Decem ber 1,2000 



(~urrcnt Assets 
Cash and cash equivalents 
(;rants receivable 
Prepaid expenses 
Total current assets 

Property, Plant and Equilm acnt 
Furniture and fixtures 
l.caschold im provcrnents 
l';quipm ent 
Total at cost 

1.ess accum ulaled depleciation 
Total propcrly, plant and equipm ent 

Northwood Preparatory lligh Schoo 

STATEM ENT OF FINAN CIAL PO SITION 

('urrent Liabilities 
Accounts payable 
Accrued expenses 
(:un'ent m aturity of cal)ilal lease payable 
l)ue to l~ouisiana D epartm ent of Education 
( :ontingent liability 
Total current liabililies 

O ther Liabilities 
Capital lease payable 
Total other liabilities 

Total liabilities 

Deficit in net assets 

June 30, 2000 

A SSETS 

LIAB]I JTII';S AN D N ET A SSETS 

l'hc accom panying notes arc an integral part of this statem ent. 

$ 132,383 
27,827 

161.265 

54,407 
82,818 

__ _ _ 169~94 
154,219 

__ _  19~ l 
1347,~888 

__ _
28.643 

__ _ ~ ~43 

652.471 

__ (356,4~  

$ 2960,0~5.~ 



Support and Revenue 
State public school thnding 
OIher state fundm g 
Fedcral sources 
Investl'tlent incom e 
O ther incom e 
Total support and revenue 

Current: 
Instruction: 
Regular Ed program s 
Special Ed program s 
Vocational Ed program s 
O ther instructional proglalns 
Special program s 
Suptlort services: 
Pupil support 
Instructional staff support 
General adm inistration 
School adm inistration 
Business services 
Operation and m aintenance of plant 
Pupil transportation 
Central services 
Food service 
l)ebt service 
Capital lease - intercsl 
Total expenses 

Change in net assels 

N et assets - beginning 

D eficit in net assets - endin g 

Northwood Preparatory ltigh Schoo 

STATEM EN T OF ACTIVITIES 

For the Year Ended June 30, 2000 

The accom panying notes arc an integral part of this statem ent 

U nrcstrictcd 

$ 1,018,714 
72,111 
42,295 
2,183 

__  7,142 
1,142,445 

641,843 
84,109 
10,702 
54,345 
20~246 

85,827 
9,903 
19,371 

234,292 
38,412 
170,591 
68,841 
15,376 
33,613 

I  11,392 
L498,863 

(356,418) 

$ (356,418) 



Northwood Preparatory High School 

STATEM ENT OF CASII FLOW S 

For the Year Ended June 30, 2000 

(:ash Flow s From  O perating A ctivities: 
D ecrease in net assets 
Adjustments to reconcile decrease in net assets to 
net cash provided by operating activities 
D epreciation 
State public school fim ding disallowm ent 
A ccrual of contingent liabilities 
Increase in grants receiwlbles 
Increase m prepaid expenses 
Increase in aecourlts payable 
Increase in aecrtled expel/se8 

Total adjustments 
Net cash provided by operating activities 

Cash Flows From Investing Activities: 
Purchase of fixed assets 
Net cash used by investing activities 

Cash Flows From l"inancing Activities: 
Paym ents on capita] ]ease 
Net cash used by financing activities 

NET INCREASE 1N CASll AND CASH EQUIVALENTS 

(:ash and cash equivalents at beginning of year 

(?ash and cash equivalents at end of year 

N ON CA SII IN V ESTIN G AN D FIN AN CIN G ACTIVrI'IES 

$ (356,418) 

19,431 
406,551 
44,020 

(27,827) 
0,055) 
5,961 

152,890 
59~ 71 
243,553 

_ _ ~ 99~8L2) 
(99,812) 

_ _ ~ 11~ 358) 
(]~ 58) 

132,383 

$ 132~  

l)uring the year ended June 30, 2000, the School entered into a lease accounted for as a capital lease. Cost of equipm ent 
leased was recorded as an asset and a capital lease liability in the amount of $54,407. 

The accom panying notes are an integral part of this statem ent 



Northw ood Preparatory ] tigh School 

N OTES TO FIN AN CIAL STATEM EN TS 

June 30, 2000 

N OTE A - SUM M ARY OF SIGN IFICAN T A CCOU NTING POLICIES 

Northwood Preparatory High School (the School) was created as a nou-profit corporation under 
the law s nfthc State of Louisiana on June 19, 1999. Tile School entered into a Charter School 
Contract w ith the Louisiana State Board of Elem entary and Secondary Educalion beginning July 
1, 1999 w hereby the School would operate a Type II charter school as defined in LSA R.S. 
17:3971, el.seq. The School serves eligible studenls in grades ninth through twelfth prim arily in 
the parishes of Tangipahoa and St. ttelena. 

A sunnnary of'the School's significant accounting policies consistently applied in tim preparation 
of the accom panying financial statem ents follow s: 

1. Financial slatem ent Rresentation 

Tile Scllool follows the guidance of Statement of Financial Accounting Standards (SFAS) 
No. 117, "Financial Statem ents of Not-for-Profit Organizations." Under SFAS No. 117, the 
School is required to report infonnalion regarding its financial position and activities 
accol ding to three classes of net assets: unrestricted, tem porarily restricted, and pennanenlly 
restricted. }n addition, the School is required to present a statem ent of cash flow s. 

The School also follow s the guidance of SFA S N o. 116, "Accounling for Contributions 
Rccciw :d and Contributions M ade," whereby contributions received are recorded as 
tmrcstricled, tem porarily restricted, or pcrm anenlly rcstricted support depending on the 
cxistence and/or nalure of any donor restrictions. Rcstricled net assets are reclassified to 
unrestricted net assets upon satisfaction of the donor im posed tim e or purpose restrictions. 

2. Basis of Accounting 

Basis el accounting refers to when revenues and expenses are recognized in the accounts and 
reported on the financial statem ents. The financial statem ents of N orthw ood Preparatory 
liigh School are prepared on the accrual basis of accounting w hereby rcvmm es are 
recognized w hen earn ed and expenses are recognized when incurred. 

3. Revenues 

Tim School's prim ary source of funding is through the State Public School Fund. The 
School receives $4,673 per eligible student in attendance on October 1, payable in m onthly 
inslallm ents. The October 1 student count is audited by the Louisiana D epartm ent of 

Education. Adjustments arc made in the following year. As discussed in Note 1, a liability 
has been accrued for students disallow ed by the Louisiana Departm em  of Education. 



NOTE A - (C, ONTINUED) 

N orthwood Preparatory t tigh School 

N OTES TO FIN AN CIAL STATEM ENTS 

3. Revenues- continued 

June 30, 2000 

State and federal grants are on a cost reim bursem ent basis. Accrual is m ade when eligible 

expenses occur. 

4. Fixed Assets and I)el~reciation 

Fixed assets are recorded at historical cost or estim ated historical cost if historical cost is not 
available, l'letterm ents which naturally add to the value of related assets or m aterially extend 
the usetul life of assets are capitalized. Norm al building m aintenance and m inor equipm ent 
purchases are included as expenses of the School. 

D epreciation of fixed assets is calculated using the straight-line m ethod over the estim ated 
useful lives of the assets. Depreciation expense totaled $19,431 for the year ended June 30, 
2000. The follow illg arc the estim ated useful lives of the fixed assets of the School. 

Leasehold im provem ents 
Furni~ure and equipm ent 
Equipm ent 

5. Incol2t3_e ._q2a_x.gs 

U seful Lives 
5 

5-7 
5-7 

The School has applied for recognition by the Intern al Revenue Service as a Section 
501(c)(3) tax-exempt organization. At the date of our report, the application is pending 
approval fi'om the Intern al Revenue Service. 

6. Stalcm cnl of('ash Flow s 

For purposes of the statem ent of cash flow s, the School considers all iuvestm ents purchased 
w ith an original m aturity of three m onths or less to he a cash equiwdent. 

7. U se of Estim ates 

The preparation of financial statem ents in confonnity with generally accepted accounting 
principles requires m anagem ent to m ake estim ates and assum ptions that affect certain 
reported am ounts and disclosures. A ccordingly, actual results could differ from those 
estim ates. 



N orthwood Preparatory H igh School 

N OTES TO FINAN CIAL STATEM EN TS 

June 30, 2000 

NOTE A - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

8. Concentration of Credit Risks 

Financial instrmnents that potentially subject the School to concentrations of credit risk 
consists of cash in excess of federally insured lim its of $108,859. 

N OTE t3 - CA Sll AND IN VESTM EN TS 

As of June 30, 2000 cash consists of demand deposits in a local bank of$132,383 

N OTE C - G RAN T RECEIVABLE 

As of June 30, 2000 receivables consisted of am ounts due from  follow ing sources 

Special education 
IA SA grants 
Title 1 
Tillc \q 
Class size reduction 
O ther 

N OTE I) - CAPI'FA L LEA SE OBLIGATION 

$ 7,675 

15,430 
320 

4,233 
169 

$27,827- 

The School is obligated under a capital lease w ith a finance com pany. The total cost of 
equipm ent acquired through capital lease is $54,407. The lease requires 39 m onlhly paym ents 
of $2,062 expiring on December 27, 2003 with a lmrchase option of$1. The future minimunl 
lease paym ents due under the capital lease are as follow s at June 30: 

2001 
2002 
2003 

Total furo re m ininm m lease paym ents 

LCSS arflOtll it representing interest 

$ 24,744 
24,744 
8,24_8_ 

57,736 

(14,68_7_) 

Present walue of net minimum lease payments $ 43,049 



N orthwood Preparatory H igh School 

N OTES TO FINAN CIAL STATEM ENTS 

June 30, 20(}0 

NOTE E - OPERATING LEASE COM M ITM ENTS 

The School leases land and portable buildings under operating leases. The m onthly rental for the 
land is $3,5(10 through an initial tenn ending June 30, 2002. The School has an option to renew 
lease for an additional two years. The rental for the portable buildings totals $4,290 monthly with 
the term ending in August, 2002. At that tin]e, the School m ay continual renlals on a m onth-to- 
m onth basis. Future m inim um lease paym ents m'e as follow s at June 30: 

2001 
2002 
2003 

N OTE F - INSURAN CE COVERAGE 

Land 

$ 42,000 
42,000 

Buildin1.~ _ 

S 48,210 
51,480 
12.870 

~2112~56o 

A s of June 30, 2000, the School had the follow ing insurance policies in effect 

Type .o [f~v~  

G eneral liability 

Crim e 

I .__ _
t.~piration Coverage Linaits 

September 16, 2002 Aggregate $3,000,000 
Eachoccur.$1,000,000 
h~nry $1,000,000 
Sexualm isconduct 

$300,000 

Septemberl6,2002 Theft $5,000 

Professional liability September 16, 2002 Aggregate $3,000,000 
Each occur. $1,000,000 
M edical $25,000 

Septem ber 16, 2002 Replacem ent cost 100%  

W orkm en's Com pensation June 30, 2000 Slatulory 



Northw ood Preparatory High School 

N OTES TO FINANCIAI, STATEM ENTS 

June 30, 2000 

NOTE G - CONTINGENT LIABILITIES 

The School has offered to settle two claim s incurred during the year ended June 30
, 2000. The 

follow ing is an explanation of each claim and the status as of the dale of this report. 

The School received delivery of com puters from a local vendor in Decem ber, 1999. A lease 
agreem ent w as ~,endered by the vendor but w as never executed by the School, At June 30

, 2000, 
no paym cnts had been m ade by the School. The tendered lease agreem ent required a term of 

eight quarterly rental payments. The School has offered to pay the vendor $33,020 which 
approximatcs rental payments through June 30, 2000. The vendor has rejected this offer and 
seeks to enforce tendered lease agreem ent in full. As in either case, the Schools liability at Jmle 
30, 2000 would still be $33,020. A liability has been accrued at June 30, 2000 for that am ount. 

D uring the ycar ended June 30, 2000, a full-tim e em ployee exhausted all of her sick leave due to 
com plicalions incurred during her pregnancy. The em ployee did not return to w ork in thc 1999- 
2000 school year. The employee has filed suit in district court seeking paylnent of back wages 
and related benefits. Thc basis for her claim is related to sim ilar extended benefits offered by tbc 
Tangipahoa Parish School Board. The School's charter does not contain any language regarding 
application of such benefits. The School tendered an $11,000 offer to settle the lawsuit. This 
offer was rejected with a counter offer of$15,600 made by the plaintiff's attorney. The School 
has rejected the counter offer and intends to vigorously contend the case in court. A liability has 
beeJ~ recorded at June 30, 2000 for $11,000. 

N OTE 11 - AN lqUA L FINAN CIAL REPORT RECON CILIATION 

The School has subm itted an Annual Financial Report to the Louisiana D epartm ent of Education 
for the year ended June 30, 2000. The follow ing is a reconciliation betw een total expenses 
reported on the Annual Financial Report and total expenses presented in these financial 
statem ents. 

Total cxpenscs per Annual Financial Report 

Rcconciliug item s: 
Capitalizalion of fixed assets 
Principal paym ents on capital lease payable 
D epreciation of fixed assets 

Total expenses 

$1,645,009 

(154,219) 
(11,358) 

_ 19,43_1 



N orthw ood Preparatory High School 

N OTES TO FINAN CIAL STATEM ENTS 

N OTE I - GOING CON CERN 

June 30, 2000 

The School's revenues from the State Public School Fund are based on a contracted annual am ount 
per student in allcndance on October 1, 1999. For the year ended June 30, 2000, the School 
received paym ents based on its student count of 306. Total paym ents received from the Louisiana 
Departm ent of Education was $1,425,265. The Louisiana Departm ent of Education has audited 
tim School's student count and has disallow ed 87 students resulting in a liability to the Stale of 
$406,551 and a deficit in nel assets at June 30, 2000 of $356,418. 

The liability to the State is expected to be w ilhheld from the School's 2000-2001 Slate Public 
School Fuud m unlhly inslallm ents beginning in January, 2001 and concluding June 30, 2001. 

The School's 2000-2001 revenues are based on the previous years unadjusted student count of 
306. The School's unaudited student count at October 1, 2000 w as 420. This student count is 
expecled to be audited in January or February 2001 by the Louisiana Departm ent of Education. 
M anagem enl expects few er disallowm ents in the Louisiana D epartm ent of Education's audit of 
the October 1,200(I student count due to im proved records. It is m anagcm enl's plan that the 
im pact of the 1999-2000 disallowm ents w ill be m iligated by the school's increase in cnrolhnent 
in the 2000..2001 school year and that state fim diug w ill not be significantly effected. 

A s discussed in the Independent Auditor's Rcport on these financial statem ents, lhis condition 
raises subsla ntial doubt about the School's ability to continue as a going concern . These financial 
statem ents have been presented on the basis that the School is a going concern . 

N OTE J - RETIREM EN T PLAN S 

Subslantially all em ployees of the School are m em bers of the Teachers' Retirem ent System of 
Louisiana. This system is a cost-sharing, m ultiple-em ployer defined benefit pension plan 
adnfinistered by a separate board of trustees. Perlinent inform ation, relative to the plan follows: 

Tcachcrs' Retirement System ofLouisiana~FRS 

Plan D escription: The TRS provides retirem ent benefits as w ell as disability and survivor benefits. 
Ten years of service credit are required to becom e vested for retirem ent benefits and five years 
to becolne w~'sted for disability and survivor benefits. Benefits are established and am ended by 
state stalule. The TSR issues a publicly available finm~cial report that includes financial 
statem enl,; and rcquired supplem entary in formation for the TRS. That report m ay be obtained by 
w riting to the Teachers Retirem ent System of Louisiana, P.O . Box 94123, Baton Rouge, LA 
70804-9123. 



N orthwood Preparatory H igh Schoo 

N OTES TO FINAN CIAL STATEM EN TS 

Jtm e 30, 2000 

NOTE J - RETI REM ENT PLANS (CON'FINUEI)) 

Funding policy: Plan m em bers are required to contribute 8 %  of their annual covered salary. The 
School is reqnired to contribute at an actum'ially determ ine rate. The current rate is 15.2%  of 
annual cligiM c covered payroll. M em ber contributions and em ployer contributions for the TRS 
are established by state law and rates are established by the Public Retirem ent System 's Actuarial 
Com m ittee. The School's contributions to the plan for the year ended June 30, 2000 w as 
$104,461, equal to the required contribution for the year. 

N OTE K - FIX ED A SSETS 

Depreciation expense for the year ended June 30, 2000 was $19,431 

A ll assets acquired w ith D epartm ent ofEducalion fim ds are owned by the school while used in 
the purpose for which it w as purchased. The I)cpartm ent of Education

, how ever, has a 
reversionary interest in these assets. Should the charter not be renew ed, title in any assets 
purchased w ith those funds w ill transfer to the appropriate agency. 

N OTE L - CON CEN TRATION OF FUND S 

The organization receives alm ost all of its fimding from the State of Louisiana 
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SUPPLEM ENTA L INFORM ATION 



BOARD M EM BERS 

Ivy A lford, Secretary 
505 East St. Thom as 
1 lam m ond, LA 7(1401 
504-429-9542 

Phil Calvin, Presidenl 
17757 Rising Fawn D r 
A m ite, LA 70422 
504-747-3470 

Bem ell Cook 
1335 31h Street 
K cnlwood, LA 70444 
504-229-8145 

N orthw ood Preparalory tligh School 

SCHEDU LE OF BOARD OF DIRECTORS 

Pies Jennin~s, Vice-President 
1740 H ano Road 
Independence, I,A 70443 
504-748-5918 

A nl/M aglm son 
606 Rue Chalet 
H am m ond, LA 70403 
504-419-8082 

M ike Saucier 
42055 D unson Road 
Ponchatoula, LA 70454 
504-386-5657 

N akila Robcrtson 
47296 tlw'y 16 
D enham Springs, LA 
225-77% 1413 

Judy W illiam s 
607 Tobey l)riw: 
Am ite, LA 70422 
504-748-7618 

June 30, 2000 
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5,,,,mcl K. ~qmith, (2I'A 
I'~liit k "]h I'an" 1 luv~d, CPA 

Sm ith, H uval &  A ssociates, L.L C . 
{A ] JM1"JJD I IAIqIH Y COMPANY) 

Cer@'ed gJ'u~'c Acc~aunlams 
P.O . Box 3790 

Covinglon, Louisiana 70434-3790 
504) 892-6633 - (5,vingt~m 
504) 892-4666 - FAX 

REPOP, T ON COM PLIAN CE AN D ON 1NTERNAL CON TROL OVER FINAN CIAL 
REPOP, TING BASED ON AN AU DIT OF FIN AN CIAL STATEM EN TS PERFORM ED 

IN ACCORDANCE W ITH GO VERNM ENT A UDITING STANDARDS 

To the Board of I)ilectors 
of N orthw ood Preparatory H igh School 

W e havc audited the financial statements of Northwood Preparatory High School (a nonprofit 
organization) as of and for lhe year ended June 30, 2000 and have issued our report thereon dated 
December 1,2000. W e conducted our audit in accordance with generally accepted auditing standards 
and the standards applicable to financial audits contaiued in Government Auditing Standards, issued 
by the Com plroller General of the U nited States, 

Com pliance 
A s part of obtain ing reasonable assurance about whether N orthwood Preparatory tligh School's 
financial statem ents arc fi'ee, of m aterial m isstatem ent, w e perform ed tests of its com pliance w ith 
certain provisions of law s, regulations, contracts mid grm]ts, noncom pliance w ith which could have 
a direct and n]aicrial effect on the detennination of financial statem ent am ounts. How ever, providing 

an opinion on compliance with those provisions was not an objective of our audit, and accordingly, 
w e do not express such an opinion. The results of our tests disclosed an instance of noncom pliance 
that is rcquircd to be reported under Government Auditing Standards which is described in the 
follow inlg paragraph. 

The School's Charter School Contract requires that 75%  of its teachers m aintain state certification. 
D uring lhe year ended Jtm e 30, 2000, only 39%  of the School's teachers held eertifiealion raider state 
guidelines. 

lnlem al Control Over Financial Regortin~ 
In planning and pcrtbrm ing our audit, we considered N orthw ood Preparatory H igh School's intern al 
control over financial reporting in order to determine our auditing procedures for the purpose of 
expressing our opinion on the financial statem ents and not to provide assurance on the intern al control 
over financial reporting. Our consideration of the internal control over finmm ial reporting w ould not 
necessarily disclose all m atters in the intern al control over financial reporting that m ight be m aterial 
weaknesses. A m aterial w eakness is a condition in which the design or operation of one or m ore of 
the internal control com ponents does not reduce to a relatively low level the risk that m isstatem ents 
in am ounts thal would he m aterial in relation to the financial statem ents being audited m ay occur and 
not be detected w ithin a tim ely period by em ployees in the norm al course of performing their 
assigned fim ctions. W e noted no m atters involving the interual control over finmmial reporting and 
its operation that w c consider to be m aterial w eaknesses. 



To the Board of I)i~ectors 
ofN orthw ood l}rcparatory High School 

This report is inler~ded solely for the inform ation of m anagem ent, the Board of D irectors, the 
Louisiana Legislative Auditor and the Louisiana D epartm ent of Education and is not intended for and 
should nol be used by other than those specified parties. 

D ecem ber 1. 2000 


